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E. O. 11652: N/A 

TAGS: ETRD, EC, EAGR, LU 

SUBJECT: EC PROPOSAL FOR VEGETABLE OIL TAX 

REF: (A) EC BRUSSELS 11860: (B) STATE 300350; (C) LUXEMBOURG 717 

1 . ECONOFFICER DISCUSSED COMMISSION PROPOSAL WITH JEAN REIS, 
DIRECTOR OF THE SERVICE D'ECONOMIE RURALE, WHO IS GOL EXPERT 
ON INTERNATIONAL AGRICULTURE QUESTIONS AND WILL ACCOMPANY 
MINISTER OF AGRICULTURE JEAN HAMILIUS TO DECEMBER 20-21 
MEETING. REIS AND OTHER GOL REPRESENTATIVES ARE FULLY 
AWARE OF AND SENSITIVE TO U. S. OPPOSITION TO PROPOSED TAX 
LIMITED OFFICIAL USE 
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AND CAN VIRTUALLY RECITE U. S. POSITION FORMALLY COMMUNICATED 
IN JULY. REIS CANDIDLY POINTED OUT THAT LUXEMBOURG WAS AMONG 
THOSE EC MEMBERS FAVORING THE TAX BUT HELD NO HOPE FOR ITS 
APPROVAL. 

2. REIS VIEWS SUPPORT FOR THE TAX AS A TACTICAL EXERCISE 
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TOWARD OVERALL EC DAIRY REFORM. HE BELIEVES PROGRESS ON THIS 
SERIOUS STRUCTURAL PROBLEM IS IMPERATIVE FOR A HEALTHY COMMON 
MARKET. 

3. THE DAIRY SECTOR DOMINATES LOCAL AGRICULTURE AND ITS 
SPOKESMAN ARE EVEN MORE VOCAL THAN USUAL IN THIS DROUGHT 
YEAR. THE DAIRY LOBBY IS UNHAPPY ABOUT ITS EC TAXES AND 
COMPETING NON-DAIRY, FOREIGN PRODUCTS NOT SUBJECT TO 
TAX. THE MINISTRY NATURALLY MUST BE SEEN AS RESPONSIVE 
TO ITS CONSTITUENTS. FORTUNATELY ENOUGH, THE 
LARGER TRADE AND CONSUMER PICTURE IS NEVER LOST FROM 
THE GOL VIEW GIVEN THE SMALL FARMER PORTION (7 PERCENT) 

IN A LABOR FORCE OTHERWISE EVENLY SPLIT BETWEEN INDUSTRY 
AND SERVICES. GINN 
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